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April 11, 2001, 
Except for the finding in Exhibit B titled 

"M anagem ent's Failure to Enforce Contract Perform ance," dated May 11, 2001 

ndeoendent Auditor's Report on 
F 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
New O rleans, Louisiana 

W e were engaged to audit the accom panying general purpose financial statem ents of the 
Crescent City Connection Division, a division of the Louisiana Departm ent of Transportation and 
Developm ent, as of and for the year ended October 31, 2000, as listed in the foregoing table of 
contents. These general purpose financial statem ents are the responsibility of m anagem ent of 
the Crescent City Connection Division. 

The division's accounting records were not com plete arid contained inadequacies. 
Managem ent could not represent to us that all revenues from toll collections or that all tag 
deposits were accounted for and recorded accurately in the accounting records. Furthermore, 
the am ount of toll tag sales resulting in deferred revenues was unknown and could not be 
accurately determ ined. These inadequacies m ade it im practical to apply sufficient audit 
procedures to enable us to express an opinion on the fair presentation of the accom panying 
general purpose financial statem ents. 

As described in note 1-A to the general purpose financial statem ents, these general purpose 
financial statem ents do not include all of the activity of the Crescent City Connection Division, 
w hich should be included to conform with accounting principles generally accepted in the United 
States of Am erica. Activities relating to such item s as m ovable property, com pensated 
absences, postem ploym ent benefits, and certain federally funded capital outlay expenditures 
are reported separately w ith the Departm ent of Transportation and Developm ent, State of 
Louisiana. These general purpose financial statem ents include only those activities as outlined 
in the notes to the financial statem ents. 

As described in note 1-E to the general purpose financial statem ents, the Crescent City 
Connection Division adopts budgets for all Federal Transit Administration projects. However, 
the budget of the General Fund is included with the budget of the Departm ent of Transportation 
and Developm ent, State of Louisiana. The Crescent City Connection Division did not prepare 
actuaT and budget com parisons at October 31, 2000, for the General Fund, and a com parison of 
revenues and expenditures to budget is not included in the accom panying financial statem ents. 



LEGISLATIVE AUDITOR 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT OF TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
Audit Report, O ctober 31, 2000 

Because of the significance of the m atters discussed in the second paragraph on page 3, the 
scope of our work was not sufficient to enable us to express, and we do not express, an opinion 
on the financial statem ents referred to in the first paragraph or on the accompanying 
supplem ental inform ation schedules. 

In accordance with Govern m ent Auditing Standards, we have also issued a report dated 
April 11, 2001, except for the finding in Exhibit B titled "Managem ent's Failure to Enforce 
Contract Perform ance," dated May 11, 2001, on our consideration of the Crescent City 
Connection Division's internal control over financial reporting and our tests of its com pliance 
with certain provisions of laws, regulations, contracts, and grants. That report is an integral part 
of attem pting an audit in accordance with Governm ent Auditing Standards and should be read 
in conjunction with this report in considering the results of our engagement. 

DL:JR:PEP:ss 

Legislative Auditor 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
ALL FUND TYPES AND ACCO UNT G RO UPS 

Com bined Balance Sheet, October 31, 2000 

ASSETS AND OTHER DEBITS 
Assets: 
Cash and cash equivalents 
Investm ents 
Accrued interest receivable 
Due from other funds 
Bridge construction, ferry acquisition, 
bridge approaches and related 
structures 

Other Debits: 
Amount available for Debt Service Funds 
Amount to be provided for retirement of 
general long-term debt 

TOTAL ASSETS AND OTHER DEBITS 

LIABILITIES AND FUND EQUITY 
Liabilities: 
Accounts payable 
Tag deposits 
Accrued interest 
Bonds payable 
Due to other funds 
General obligations bonds payable 
Total Liabilities 

Fund Equity: 
Investm ent in general fixed assets 
Fund balances: 
Unreserved 

Reserved for projects 
Reserved for debt service 
Total Fund Equity 

GOVERNMENTALFUND TYPES 
SPECIAL DEBT CAPITAL 

GENERAL REVENUE SERVICE PROJECT 
FUND FUNDS FUNDS FUND 

$3,413 
17 

2,172,773 

$278,716 
21,876,703 

110,801 
65,270 

$5,409,785 
51,318 

$63,586 
52,752,988 

270.028 

$2,176,203 $22,331,490 $5,461,103 $53,086,602 

$2,176,203 

2,176,203 

NONE 

$1,193,603 

2.172.773 

3,366,376 

5,716,979 
13.248.133 

18.965,112 

$839,778 
1,300,000 

65,270 

2,205,048 

3,256,055 
3,256,055 

$1,896,913 

1.896.913 

51.189,688 

51.189.688 

TOTAL LIABILITIES AND FUND EQUITY $2,176,203 $22,331,488 $5,461,103 $53,086,601 

The accom panying notes are an integral part of this statem ent 
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ACCOUNT GROUPS 
GENERAL GENERAL 
FIXED LONG-TERM 
ASSETS DEBT 

$241.991.745 

TOTAL 
(MEMORA NDUM 

ONLY) 

$342,302 
80,042,889 

432,164 
2,238,043 

241,991,745 

$3,256,055 3.256.055 

20,788.945 20.788.945 

$241.991.745 $24,045,000 

NONE 

$241.991.745 

241.991.745 

$24,045,000 
24,045,000 

NONE 

$349.092.143 

$4,073,116 
1,193,603 
839,778 

1,300,000 
2,238,043 
24.045.000 
33,689,540 

241.991.745 

5.716.979 
64,437,821 
3,256,055 

315,402,600 

$241.991.745 $24,045,000 $349.092,140 

Statem ent A 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISION 
DEPARTM ENT OF TRA NSPORTATION AND DEVELO PM ENT 
STATE OF LO UISIANA 
GOVERNM ENTAL FUND TYPES 

Com bined Statem ent of Revenues, Expenditures 
and Changes in Fund Balances 
For the Year Ended October 31, 2000 

REVENUES 
Interest on investm ents 
"tOll revenue 
Scrip revenue - bridge and ferry 
Ferry revenue 
Highway Fund No. 2 
Rental incom e and other incOm e 
Federal grants 

Total revenues 

EXPENDITURES 
Operational expenditures 
Interest expense 
Bonds redeemed 
Prem ium on bonds 
Bank charges 

Total expenditures 

EXCESS (Deficiency) OF REVENUES 
OVER EXPENDITURES 

OTHER FINANCING SOURCES (Uses) 
Operating transfers in 
Operating transfers out 

Total financing sources (uses) 

GENERAL 
FUND 

$2,538 

2.538 

14,808.057 

251 
14,808,308 

14.805.770 

14,805,770 

SPECIAL 
REVENUE 
FUNDS 

$553.007 
20,662,815 

152,288 
437,381 

5,286,766 
57.500 
500,000 

27,849,757 

151,997 
151,997 

27.697.766 

15,617,170 
(38,497.247) 
(22,880,077) 

DEBT 
SERVICE 
FUNDS 

Statem ent B 

CAPITAL TOTAL 
PROJECT (MEMORANDUM 
FUND ONLY) 

$329.061 $3,341.757 

329.061 

t,679,555 
1,300,000 

3,663 
19,277 

3,002,495 

3,341.757 

14,054,979 

310,738 
14,365,717 

$4,226,353 
20,862,815 

152,288 
437.381 

5.286,766 
57.500 
500,000 

31,523,113 

28,863,036 
1,679,555 
1,300,000 

3,663 
482.263 

32,328.517 

(2,673,434) (11,023,960) (805,404) 

3,017,302 20,696,370 54,136,612 
(261,015) (15,378,350) (54,136.612) 
2.756,287 5,318,020 NONE 

EXCESS (Deficiency) OF REVENUES AND 
OTHER FINANCING SOURCES OVER 
EXPENDITURES AND OTHER USES NONE 4,817,683 82,853 (5,705.940) (895,404 

FUND BALANCE AT BEGINNING OF YEAR NONE 14,147,431 3,173,203 56,895,629 74,216,263 

FUND BALANCE AT END OF YEAR NONE $18,965.114 $3,256,056 $51,189,689 $73,410.859 

The accom panying notes are an integral part of this statem ent 
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UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATION AND DEVELOPM EENT 

STATE O F LO UISIANA 

NTRO DUCTION 

Notes to the Financial Statem ents 
As of and for the Year Ended October 31. 2000 

The Crescent City Connection Division (the division), formerly known as the Mississippi River 
Bridge Authority, is a body politic and corporate of the State of Louisiana, incorporated under 
the authority of Act No. 7 of 1952, with power to acquire by purchase, lease, or otherwise, and 
to construct, im prove, m aintain, repair, and operate bridges and ferries across the M ississippi 
River in the City of New O rleans. Pursuant to the term s of the Reorganization Act of 1976, as 

amended, the Louisiana Department of Transportation and Development (DOTD), on July 1, 
1977, assum ed control of the operations of the then M ississippi River Bridge Authority. All of 
the functions of the authority's General Fund, including m aintaining accounting records, 
issuance of all checks for payroll, operations, routine m aintenance expenses and contractual 
obtigations were transferred to DOTD on that date. In July 1988, the paym ent of the operating 
expenses of the then M ississippi River Bridge Authority again becam e the responsibility of the 
authority. However, except for collecting and depositing toll revenues, the accounting records 
are maintained by DOTD. In April 1992, the division issued $30,860,000 of bonds under a 
Second Supplem ental Agreem ent to the 1954 Indenture and Deed of Trust to construct 
additional M ississippi River crossings and to m ake additions or im provem ents to the bridge and 
its approaches. The division, dom iciled in New O rleans, em ployed 241 people as of 
O ctober 31. 2000. 

SUM M ARY OF SIGNIFICANT ACCO UNTING PO LICIES 

A. BASIS O F PRESENTATIO N 

The financial statem ents do not reflect the total activities of the division. Many of the 
activities of the division such as m ovable property, com pensated absences, and 
postem ploym ent benefits are reported with DOTD, State of Louisiana, and are not 
readily separable from the records and accounts of DOTD. These financial statem ents 
reflect only the following activities: 

Debt service funds for the approaches to M ississippi River Bridge No. 2, 
adm inistered by the Trustee, Bank One Trust Com pany, N.A., form erly 
the First National Bank of Com m erce in New O rleans, in accordance with 
the Indenture and Deed of Trust dated as of Novem ber 1, 1954, as 
subsequently am ended June 23, 1989, and April 1, 1992 

Collection of all tolls, Highway Fund No. 2 m oneys and m iscellaneous 
incom e 

Direct and allocated operating expenses incurred 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPORTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 

Notes to the Financial Statements (Continued) 

Capital projects funds and operating and maintenance exPenditures 
reimbursed by Federal Transit Administration (FTA) grants 

Changes in the G eneral Fixed Assets Account G roup as they relate to the 

majority of the approaches to Bridge No. 2, ferries, and capital projects of 
the division 

Changes in the General Long-Term Debt Account Group as they relate to 
paym ents on bonds issued to finance the approaches to M ississippi River 
Bridge No. 2 

Except for the om issions of those activities described previously, the accom panying 
financial statem ents have been prepared in accordance with accounting principles 
generally accepted in the United States of Am erica . The Governm ental Accounting 
Standards Board (GASB) is the accepted standard setting body for establishing 
governm ental accounting principles and reporting standards. 

B. REPO RTING ENTITY 

GASB Codification Section 2100 has defined the governm ental reporting entity to be the 
State of Louisiana. The division is considered a com ponent unit of the State of 
Louisiana because the state has financial accountability over the division in that the 
governor appoints the secretary of the Departm ent of Transportation and Developm ent 
and can im pose his will on the division. The accom panying general purpose financial 
statem ents present inform ation only as to the transactions of the Crescent City 
Connection Division, a com ponent unit of the State of Louisiana. 

Annually, the State of Louisiana issues a Com prehensive Annual Financial Report 
(CAFR), which includes the activity contained in the accompanying financial statements. 
The general purpose financial statement is audited by the Office of the Legislative 
Auditor. 

C. FUND ACCO UNTING 

The division uses funds and account groups to report on its financial position and the 
results of its operations. Fund accounting is designed to dem onstrate legal com pliance 
and to aJd financial m anagem ent by segregating transactions relating to certain 
governm ent functions or activities. 

A fund is a separate accounting entity with a self-balancing set of accounts. An account 
group is a financial reporting device designed to provide accountability for certain assets 
and liabilities that are not recorded in the funds because they do not directly affect net 
expendable available financial resources. 



UNAUDITED 

CRESCENT CITY CO NNECTION DIVISION 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

Funds of the division are classified as governm ental funds. Governm ental funds 
account for the division's general activities, including the collection and disbursement of 
specific or legally restricted m onies, the acquisition or construction of general fixed 
assets, and the servicing of general long-term debt. Governm ental funds of the division 
include the following: 

1 

2 

3 

4 

The General Fund is used for the purpose of accounting for the operating 
expenses of the bridge and ferries and the adm inistrative expenses of the 
division. Transfers from special revenue funds provide the funds for 
these expenses. 

Special Revenue Funds are used to account for the proceeds of specific 
revenue sources which by law are designated to finance particular 
functions or activities of the division. 

Debt Serv ice Funds account for the accum ulation of resources for, and 
transactions relating to the paym ent of long-term debt, principal, interest 
and related costs. 

The Capital Projects Fund accounts for financial resources received and 
used for the acq uisition, construction, or im provem ent of capital facilities 
not reported in the other governm ental funds. 

D. BASIS O F ACCO UNTING 

The accounting and financial reporting treatm ent applied to a fund is determ ined by its 
m easurem ent focus. The governm ental funds are accounted for using a current 
financial resources m easurem ent focus. W ith this m easurem ent focus, only current 
assets and current liabilities are generally included on the balance sheet. Operating 
statem ents of these funds present increases and decreases in net current assets. The 
m odified accrual basis of accounting is used by the governm ental funds. The 
governm ental funds use the following practices in recording revenues and expenditures: 

Revenues 

Tolls paid at the toll booth and all scrip revenue are recorded when received. 
Prepaid tolls used in conjunction with a toll tag are recorded when measurable 
and available. Federal grants are recorded when the division is entitled to the 
funds. Highway Fund No. 2 revenues are recorded when due. Interest earnings 
are recorded when the incom e is earned. Other revenues are recognized when 
they becom e m easurable and available. 
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UNAUDITED 

CRESCENT CITY CO NNECTION DIVISION 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE OF LO UISIANA 
Notes to the Financial Statements (Continued) 

Expenditures 

Expenditures are generally recognized under the m odified accrual basis of 
accounting when the related fund liability is incurred, except for accum ulated 
annual and sick leave, which are recognized when paid, and principat and 
interest on general Ioog -term debt, which are not recognized until due. 

Other Financing Sources (Uses) 

Other financing sources (uses), representing transfers between funds, that are 
not expected to be repaid, are recognized when they becom e m easurable and 
available. 

E. BUDG ET PRACTICES 

Budgets are prepared for all Federal Transit Authority (FTA) projects (Capital Projects 
Fund) based on estimated costs and are included in DOTD's budget for capital outlays. 
The budget for the General Fund is included with the budget of DOTD. Debt service 
funds are not subject to budget because all amounts are paid according to the trust 
agreement. Special revenue funds are also not subject to budget because most 
revenues are transferred to other funds. Therefore, a Statem ent of Revenues, 
Expenditures, and Changes in Fund Balances - Actual and Budget is not included in 
these financial statem ents. 

F. CASH AND INVESTM ENTS 

Cash includes cash on hand, cash in State Treasury, and cash with paying agent. 
Under state law, the division m ay deposit funds within a fiscal agent bank organized 
under the laws of the State of Louisiana, the laws of any other state in the Union, or the 
laws of the United States. 

The Second Supplemental indenture dated April 1, 1992, authorizes the division to 
invest in direct United States obligations, United States governm ent agency obligations 
(the principal and interest of which are fully guaranteed by the government of the United 
States), and direct and general obligations of the State of Louisiana. It also authorizes 
the division to invest in certificates of deposit of any state bank or national association 
whose headquarters are in the State of Louisiana, repurchase agreem ents, m oney 
market funds registered under the Federal Investment Company Act of 1940 (whose 
shares are registered under the Federal Securities Act of 1933), as amended and shares 
of an investm ent com pany organized under the Investm ent Com pany Act of 1940, as 
amended. Investm ents include Money Market funds invested in United States 
governm ent securities, United States Treasury notes and obligations of United States 
governm ental agencies that are stated at fair value as required by GASB 31. 
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UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPORTATION AND DEVELO PM ENT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

G FIXED ASSETS AND 
LO NG -TERM OBLIGATIO NS 

Fixed assets of governm ental funds are recorded as expenditures at the tim e purchased 

or constructed, and the related assets are capitalized (reported) in the general fixed 
assets account group. Public domain or infrastructures assets totaling $241,991,745 are 
not capitalized but are disclosed in notes. No depreciation has been provided on 
general fixed assets. All fixed assets are valued at historical co st. 

Long-term obligations expected to be financed from governm ental funds including long- 
term debt due after Novem ber 1 of the subsequent year are accounted for in the general 
long-term obligations account group, not in the governm ental funds. Debt service 
obligations due the next day follow ing the close of the fiscal year is recorded as a fund 
liability at year-end. 

The account groups are not funds. They are concerned only with the m easurement of 
financial position, not with m easurem ent of results of operations. 

H. CO M PENSATED ABSENCES 

Em ployees earn and accum ulate annual and sick leave at various rates depending on 
their years of service. The am ount of annual and sick leave that m ay be accum ulated by 
each em ployee is unlim ited. Upon term ination, em ployees or their heirs are 
com pensated for up to 300 hours of unused annual leave at the em ployee's hourly rate 
of pay at the time of term ination. Upon retirem ent, unused annual leave in excess of 
300 hours plus unused sick leave are used to com pute retirem ent benefits. 

The costs of current leave privileges are included in the operational expenditures on 
Statem ent B. The costs of leave privileges not requiring current resources are included 
in the notes of the annual fiscal report of DOTD. 

POSTEM PLOYM ENT HEALTH CARE 
AND LIFE INSURANCE BENEFITS 

The division provides certain continuing health care and life insurance benefits for its 
retired em ployees. The current costs of providing these retiree benefits are included in 
the operational expenditures on Statem ent B. 

J FUND EQUITY - RESERVES AND 
DESIG NATED FUND BALANCES 

Reserves represent those portions of fund equity not appropriable for expenditure and 
are legally segregated for a specific future use. Designated fund balances are those 
portions of fund equity set aside by the division for specific future use. 

12 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATION AND DEVELO PM ENT 
STATE OF LO UISIANA 
Notes to the Financial Statements (Continued) 

K. FEDERAL FUNDS 

The Crescent City Connection Division follows DOTD guidelines te docum ent 
compliance with federal laws and regulations. Federal Transit Authority (FTA) grants 
provide 80% federal funding for the capital project expenditures in the Capital Projects 
Fund and up to $500,000 federal funding for operation and maintenance expenditures in 
the Special Revenue Funds. The capital project expenditures are paid by DOT[), who 
then receives 80% reim bursem ent directly from the FTA and is re im bursed the 
rem aining 20% from the division. The operating and m aintenance expenditures are paid 
by DOTD, w ho then receives reim bursem ent from the FTA or the division. FTA incom e 
and the corresponding expenditures that were funded for operations are reported by the 
division in Special Revenue Funds. FTA incom e and the corresponding expenditures 
that were funded for capital outlay are recorded and reported by DOTD and not recorded 
or reported by the division. 

L. TOTAL CO LUM NS O N STATEM ENTS 

Total columns on the combined statements are captioned Memorandum Only (overview) 
to indicate that they are presented only to facilitate financial analysis. Data in these 
colum ns do not present financial position or results of operations in conform ity with 
accounting principles generally accepted. Neither is such data com parable to a 
consolidation. 

2. CASH 

At October 31, 2000, the division has cash (book balances) totaling $342,302. A summary of 
cash of the division follows: 

Cash on deposit with the State Treasury 
Cash on hand - toll collector change fund 
Dem and deposits with financial institutions 

Tota 

$63,586 
4,700 

274.016 

$342,302 

Cash balances of $63,586 held and controlled by the State Treasurer are secured from risk by 
the State Treasurer through separate custodial agreem ents, and the risk disclosures required by 
accounting principles generally accepted in the United States of Am erica are included within the 
state's general purpose financial statem ents. Cash on deposit with the State rreasurer is 
invested in various instruments in the pooled investm ent account of the State Treasurer. The 
investm ents are not identifiable by fund. 
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UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

Under state law, dem and deposits with financial institutions m ust be secured by federal deposit 
insurance or the pledge of securities owned by the fiscal agent bank. These deposits are stated 
at fair value. The fair value of the pledged securities plus the federal deposit insurance rnust at 
all times equal the am ount on deposit with the fiscal agent. At O ctober 31, 2000, the division 
has $126,293 in deposits (collected bank balances). These deposits are secured from risk by 
$100,000 (GASB Category 1). In addition, $26,293 of pledged securities are held by the fiscal 
agent bank in the name of the division (GASB Category 2). 

3. INVESTM ENTS 

At October 31, 2000, investments of the division total $80,042,887, which is shown on 
Statem ent A. In accordance with GASB Codification Section 150.125, the various types of 
investm ents are listed and presented by ca tegory of credit risk assum ed by the division. 
Category 1 represents those investm ents insured or registered in the division's nam e or 
securities held by the division or its agent in the division's nam e. Category 2 represents 
investm ents uninsured and unregistered with securities held by the counterparty's trust 
departm ent or agent in the division's name. Category 3 represents investm ents unsecured and 
unregistered with securities held by the counterparty or by its trust departm ent or agent but not 
in the division's nam e. A sum m ary of investm ents of the division follows: 

Government securities: 
United States Treasury Notes 
Federal Home Loan Mortgage Corporation 
Federal Home Loan Mortgage Association 

Total 9ovenment securities 

Money market funds 

Total investm ents 

NONE 

$248,908 
296,807 
995.767 

Reported 
Am ount 

$248,908 
296,807 
995.767 

Fair 
Value 

$248,908 
296,807 
995.767 

NONE $1,541,482 1,541,482 1,541,482 

78.501,405 78,501,405 

$80,042,887 $80,042.887 

Investm ents of governm ent securities reflected in the governm ental funds and the internal 
service fund are stated at fair value as required by GASB Statem ent 31 when the difference 
between the carry ing value and the fair value is substantial. The com m ission used quoted 
m arket values to determ ine the fair value of the investm ents. 

The $78,501,405 of money market funds consists of shares in investments in direct obligations 
of the United States Departm ent of the Treasury. These investm ents are not required to be 
classified as to category of risk by GASB Codification Section 150.126. 
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UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATION AND DEVELO PM ENT 
STATE OF LOUISIANA 
Notes to the Financial Statements (Continued) 

4. RECEIVABLES 

The division has receivables of $432,163 at October 31, 2000. This amount represents income 
from investm ents earned before O ctober 31, 2000, which was not received by the division until 
after October 31, 2000. 

5. CHANG ES IN G ENERAL FIXED ASSETS 

A sum m ary of changes in general fixed assets follows 

Balance Adjustment to Balance 
October 31, Beginning October 31 

1999 Balance  Additions Deletions 2000 

Bridge construction, ferry 
acquisitions, bridge 
approaches, and related 
structures $202,762,886 $24,612,506 $14,616,353 NONE $241,991,745 

The adjustment to the beginning balance is to capitalize the capital project expenditures 
reim bursem ent by the federal governm ent that have not been reported in previous years. 

Changes and balances of furniture, fixtures, autom obiles, and operating equipm ent are not 
reflected in these statem ents because they are included within DOTD's annual report. 

6. RETIREM ENT SYSTEM 

Substantially all em ployees of the division are m em bers of the Louisiana State Em ployees 
Retirement System (System), a cost-sharing, multiple-employer defined benefit pension plan. 
The System is a statewide public employee retirement system (PERS) for the benefit of state 
em ployees, w hich is adm inistered and controlled by a separate board of trustees. 

All full-tim e division em ployees are eligible to participate in the System . Benefits vest with 10 
years of service. At retirement age, employees are entitled to annual benefits equal to $300 
plus 2.5% of their highest consecutive 36 m onths' average salary m ultiplied by their years of 
credited service. Vested employees may retire at (a) any age with 30 years of service, (b) age 
55 with 25 years of service, or (c)age 60 with 10 years of service, In addition, vested 
em ployees have the option of reduced benefits at any age with 20 years of service. The 
System also provides death and disability benefits. Benefits are established or am ended by 
state statute. The System issues an annual publicly available financial report that includes 
financial statem ents and required supplem entary inform ation for the System . That report m ay 
be obtained by writing to the State Em pJoyees Retirem ent System , Post Office Box 44213, 
Baton Rouge, Louisiana 70804-4213, or by calling (225) 922-0608 or (800) 256-3000. 

15 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATION AND DEVELO PM ENT 
STATE O F LO UISIANA 

Notes to the Financial Statements (Continued) 

Mem bers are required by state statute to contribute 7.5% of gross salary, and the division is 
required to contribute at an actuarially determ ined rate as required by Louisiana Revised Statute 
11:102. The contribution rate for the fiscal year ended October 31, 2000, was 13% of annual 
covered payroll, 12.3% for the fiscal year ended October 31, 1999, and 12.4% for the fiscal year 
ended October 31, 1998, which reflects the latest rate available for the division's fiscal year as 
the state has a June 30 fisca l year-end. The division's contributions to the System including 
em ployee contributions for the years ending October 31, 2000, 1999, and 1998, were 
$1,068,427, $983,688, and $969,157, respectively, equal to the required contributions for each 
year. 

7. CHANG ES IN G ENERAL LO NG -TERM 
O BLIGATIONS 

The following is a sum m ary of the long-term obligation transactions for the year ended 
October 31, 2000: 

Bonded 
Indebtedness 
Payable at 
Novem ber 1, 

1999 

Bridge Revenue Bonds - 
Series 1992 $25,345,000 

Bonded 
Indebtedness 
Payable at 
O ctober 31, 

Additions Retirem ents 2000 

NONE $1,300,000 $24,045,000 

The bonds m ature Novem ber 1, 2012, and accrue interest at rates of 5.25% to 6.75% . The 
bonds were issued to com plete the approaches to Bridges No. 1 and No. 2. Maturities of long- 
term debt including interest payments of $11,724,326 are as follows: 

2001 
2002 
2003 
2004 
2005 
Thereafter 

Tota 

$2,980,255 
2,979,695 
2,982,400 
2,979,050 
2,979,075 
20,868.851 

$35,769,326 

The division has accumulated a balance of $3,256,055 dedicated to payment of bonds. Another 
$20,788,945 is to be provided from future years' revenues dedicated to the payment of the 
bonds. 
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UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATION AND DEVELO PM ENT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

8 RESERVED AND DESIG NATED 
FUND BALANCES 

As shown on Statement A, the division has reserved fund balances of $42,504,970 and 
designated fund balances of $30,826,415 at October 31, 2000. These balances arc; reserved or 
designated as follows: 

Reserve for O perations - Monies are reserved in the Operating and Maintenance  Specia 
Revenue Fund for operations of the division. The am ount of the reserve at October 31 
2000, is $13,168,663. 

Reserve for Debt Serv ice - Monies are reserved in the debt serv ice funds in accordance 
with the Second Supplemental Bond Indenture dated April 1, 1992. The am ount of the 
reserve at October 31,2000, is $3,256,055. 

Reserve for Construction - Monies are reserved in the Capital Projects Fund for 
incomplete projects. The amount of the reserve at October 31, 2000, is $26,080,252. 

Designated Fund Balances - The designated fund balance of the Revenue Fund in the 
Special Revenue Fund is $5,716,979, which is designated for future capital projects. The 
remaining fund balance in the Capital Projects Fund for $25,109,436 has also been 
designated for future capital projects. 

A review of unexpended advances indicated that the $33,996 balance is cash on deposit with 
the State Treasury that should be recorded and reported as CCCD cash. In prior years, CCCD 
recorded and reported the amount as both an expenditure and a liability. Furtherm ore, another 
$38,500 cash on deposit with the State Treasury at October 31, 1999, had not been recorded or 
reported in previous years. Adjustments were made to the beginning fund balance of the 
Capital Projects Fund. This adjustment is reflected in the restated beginning balance as follows: 

Beginning Balance 
Correction of prior year closing entry 
Cash in State Treasury at October 31, 1999, not reported 

Beginning Balance - restated 

17 

Capital 

Projects 
Fund 

$56,789,137 
33,996 
72.496 

$56,895,629 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATION AND DEVELO PM ENT 
STATE O F LO UISIANA 

Notes to the Financial Statements (Continued) 

9. LITIGATIO N AND CLAIM S 

Obligations and losses arising from judgments, claims, and similar contingencies are paid 
through the state's self-insurance fund or by state General Fund appropriation and are not 
reflected in the accom panying general purpose financial statem ents. The self-insurance fund is 
operated by the Office of Risk Managem ent, the state agency responsible for the state's serf- 
insurance program . 

On January 30, 1997, a judgment was rendered against the division in a case for $1,837,263 
plus interest and attorney fees. The division appealed the judgment to the Fourth Circuit Court 
of Appeals. A m otion for new trial was denied on October 27, 2000. As of October 31, 2000, 
the final judgment against the State of Louisiana is approximately $3,616,115, including interest 
but excluding cost. No provision for this liability has been m ade in these financial statem ents. 
The liability for this judgment is the responsibility of the Office of Risk Management under the 
state's self-insurance program . 

10. DUE FRO M/TO OTHER FUNDS 

ndividual fund balances due from/to other funds at October 31, 2000, are as follows 

General Fund 
Special Revenue Funds 
Debt Service Funds 

Tota 

18 

Due from 
Other Funds 

$2,172,773 
65,269 

Due to 
O ther Funds 

$2,172,773 
65,269 

$2,238,042 $2,238,042 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Concluded) 

11. O PERATING TRANSFERS IN/O UT 

The bond indenture specifies the specific m anner in which revenues are to be deposited and 
distributed to the various funds. All revenues, except interest earnings and grants identified in 
other funds, are to be deposited into the revenue fund. These revenues are then distributed to 
the various other funds in accordance with the provisions of the bond indenture. The 
distributions of these revenues are shown as operating transfers. The following is a sum m ary of 
the operating transfers in and out for the year ended October 31, 2000: 

G eneral Fund 
Special Revenue Funds: 
Revenue Fund 
Operating and M aintenance Fund 
Toll Tag Deposit Fund 
Debt Service Funds: 
Reserve Fund 
Sinking Fund 
Interest Fund 

Capital Projects Fund 

Total 

19 

Transfers In Transfers Out 

$14,805,771 

238,820 
15,316,489 

61.860 

2,860 
1,330,873 
1,683,569 

20.696.370 

$23,517,926 
14,805,771 

173.550 

195,746 

65,269 
15.378,350 

$54,136,612 $54,136,612 



UNAUDITED 

CRESCENT CITY CO NNECTION DIVISION 
DEPARTM ENT O F TRANSPORTATION AND DEVELO PM ENT 

STATE O F LO UISIANA 

REVENUE FUND 

SUPPLEM ENTAL INFO RMATION SCHEDULES 
As of and for the Year Ended O ctober 31, 2000 

SPECIAL REVENUE FUNDS 

The Revenue Fund accounts for all revenues collected by the division except for investm ent 
incom e identified in other funds and grants. 

O PERATING AND M AINTENANCE FUND 

The O perating and Maintenance Fund is used to account for funds dedicated to the operating 
and m aintenance of the bridges and ferries. Am ounts appropriated by the legislature each year 
are transferred into this fund from the Revenue Fund. The cost of operations and m aintenance 
are transferred out to the General Fund. 

TO LL TAG DEPO SIT FUND 

The Toll Tag Deposit Fund is used to account for all deposits m ade on toll tags issued. These 
deposits are refundable upon return of the toll tag device. 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 

STATE O F LO UISIANA 
SPECIAL REVENUE FUNDS 

Com bining Balance Sheet, O ctober 31, 2000 

ASSETS 
Cash end cash equivalents 
Investm ents 
Accrued interest rece ivable 
Due from other funds 

TOTAL ASSETS 

LIABILITIES AND FUND EQUITY 
Liabilities: 
Tag deposits 
Due to other funds 
Total Liabilities 

Fund Equity - fund balances: 
Unreserved 
Reserved for projects 
Total Fund Equity 

Schedule 1 

OPERATING 
AND TOLL TAG 

REVENUE MAINTENANCE DEPOSIT 
FUND FUND FUNDS TOTAL 

$274,016 
5,349,346 

28,348 
65,270 

$4,700 
15,260,719 

76.017 
$1,266,638 

6.436 

$5,716,980 $15,341,436 $1,273,074 

NONE 

$5.716,979 

5,716,979 

2,172,773 

13,168,663 
13.168,663 

$1,193,603 

1,193.603 

79,470 
79.470 

TOTAL LIABILITIES AND FUND EQUITY $5,716,979 $15,341,436 $1,273,073 

$278,716 
21,876,703 

110,801 
65,270 

$1,193,603 
2,172,773 

5,716,979 
13,248,133 
18.965.112 



UNAUDITED 

CRESCENT CITY CONNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 

STATE O F LO UISIANA 
SPECIAL REVENUE FUNDS 

Com bining Statem ent of Revenues, Expenditures 
and Changes in Fund Balances 
For the Year Ended O ctober 31, 2000 

REVENUES 
Interest on investm ents 
Toll revenue 
Scrip revenue - bridge and ferry 
Ferry revenue 
Highway Fund No. 2 
Rental income and other income 
Federal grants 

Total revenues 

EXPENDITURES 
Bank charges 

Total expendJlures 

Schedule 2 

OPERATING 
AND TOLL TAG 

REVENUE MAINTENANCE DEPOSIT 
FUND FUND FUNDS TOTAL 

$79,403 
20,862,815 

152,288 
437,381 

5,286,766 
37.368 

26,856,021 

110.102 
1f0,102 

EXCESS OF REVENUES OVER EXPENDITURES 26,745,919 

OTHER FINANCING SOURCES (Uses) 
Operating transfers in 
Operating transfers out 
Total financing sources (uses) 

$406,700 $66,904 

500,000 
906,700 

35,793 

870.907 

20.132 

87.036 

6.t02 
6,102 

80.934 

238,820 15,316,490 61,860 
(23,517,926) (14,805,771) (173,550) 
(23,279,106) 510,719 (111,690) 

EXCESS (Deficiency) OF REVENUES AND OTHER FINANCING 
SOURCES OVER EXPENDITURES AND OTHER USES 3,466,813 

FUND BALANCE AT BEGINNING OF YEAR 

FUND BALANCE AT END OF YEAR 

2,250.166 

1,381,626 (30,756) 

11,787,038 110,227 

$553,007 
20,862,815 

152,288 
437,381 

6,286,766 
57,500 
500.000 

27,849.767 

151.997 
151.997 

27.697.760 

15.617,170 
(38.497,247 
(22,880,077 

4.817.663 

$5,716,979 $13,168,664 $79,471 $18.965.1t4 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATION AND DEVELOPM ENT 

STATE O F: LO UISIANA 

RESERVE FUND 

SUPPLEM ENTAL INFORM ATIO N SCHEDULES 
As of and for the Year Ended O ctober 31,2000 

DEBT SERVICE FUNDS 

The Reserve Fund is used to account for those funds restricted by the indenture to be used to 
pay bond principal and interest should the other funds not have sufficient funds to m eet current 
obligations. The trustee is directed to use these funds to m eet debt payments only if the Debt 
Serv ice General Fund is exhausted. 

SINKING FUND 

The Sinking Fund is used to account for those expenditures m ade to liquidate current bond 
principal. 

INTEREST FUND 

The Interest Fund is used to account for expenditures related to the accrued interest on bonds 



UNAUDITED 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT OF TRANSPORTATIO N AND DEVELO PM ENT 

STATE O F LO UISIANA 
DEBT SERVICE FUNDS 

Com bining Balance Sheet, October 31, 2000 

ASSETS 
Investm ents 
Accrued interest receivable 

TOTAL ASSETS 

LIABILITIES AND FUND EQUITY 
Liabilities: 
Interest payable 
Bonds payable 
Due to other funds 
Total Liabilities 

Fund Equity - fund balance - reserved for 
debt service 

Schedule 3 

RESERVE SINKING INTEREST 
FUND FUND FUND TOTAL 

$2.945.002 
38,829 

$1,564.311 
7,913 

$900,472 
4,576 

$5,409.785 
51.318 

$2,983,831 $1,572,224 $905,048 $5,461,103 

$1,300,000 

NONE 1,300,000 

$2,983,831 272,224 

$839,778 

65,270 
905,048 

NONE 

$839,778 
1,300,000 
65,270 

2,205.048 

3,296,055 

TOTAL LIABILITIES AND FUND EQUITY $2,983,831 $1,572,224 $905.048 $5,461,103 



UNAUDITED 

CRESCENT CITY CONNECTIO N DIVISION 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE OF LO UISIANA 
DEBT SERVICE FUNDS 

Com bining Statem ent of Revenues, Expend tures 
and Changes in Fund Balances 
For the Year Ended O ctober 31, 2000 

REVENUES 
Interest on investm ents 

EXPENDITURES 
Interest expenses 
Bonds redeemed 
Prem uim on bonds 
Bank charges 

Total expenditures 

EXCESS (Deficiency) OF REVENUES 
OVER EXPENDITURES 

OTHER FINANCING SOURCES (Uses 
Operating transfers in 
Operating transfers out 

Total financing sources (uses) 

EXCESS(DeficIency)OFREVENUESAND 
OTHER FINANCING SOURCES OVER 
EXPENDITURES AND OTHER USES 

FUND BALANCE AT BEGINNING OF YEAR 

FUND BALANCE AT END OF YEAR 

25 

Schedule 4 

RESERVE SINKING INTEREST 
FUND FUND FUN[) TOTAL 

$183,404 

3,663 
5,803 
9,466 

2,860 

(195,746) 
(192,886) 

$78,017 

1,300,000 

7,089 
1.307,089 

$67.640 

1,679,555 

6.385 
1.665.940 

$329,061 

1.679,555 
1,300.000 

3,663 
19.277 

3,002.495 

(1,229,072) (1,618,300) (2,673,434) 

1.330,873 

1,330,873 

(18,948) 101,801 

3,002,77g 170,424 

1,683,569 
(85,269) 

1,618,308 

NONE 

NONE 

3,017,302 
(261,015) 
2,756,287 

62,853 

$2,983,831 $272,225 NONE $3,256,056 



OTHER REPO RT REQUIRED BY 

GO VERNM ENT A UDITING STANDARDS 

The following pages contain a report on com pliance with laws and regulations and on internal 
control as required by Governm ent Auditing Standards, issued by the Com ptroller General of 
the United States. This report is based solely on the audit of the financial statem ents and 
includes, w here appropriate, any reportable conditions and/or m aterial weaknesses in internal 
control or com pliance m atters that would be m aterial to the presented financial statem ents. 
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Report on Com pliance and on Internal Control Over 
Financial Reporting Based on an Audit of the 

Financial Statements 

CRESCENT CITY CO NNECTIO N DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
New O rleans. Louisiana 

W e were engaged to audit the general purpose financial statem ents of the Crescent City 
Connection Division, a division of the Louisiana Departm ent of Transportation and 
Developm ent, as of and for the year ended October 31, 2000, as listed in the foregoing table of 
contents, and have issued our report thereon dated April 11, 2001, except for the finding in 
Exhibit B titled "M ana.gem ent's Failure to Enforce Contract Perform ance," dated May 11, 2001. 
Our audit was to have been conducted in accordance with auditing standards generally 
accepted in the United States of Am erica and the standards applicable to financial audits 
contained in Govern m ent Auditing Standards, issued by the Com ptroller General of the United 
States. However, because of inadequacies in the division's accounting records, we were not 
able to apply the foregoing standards. 

Com pliance 

As part of attem pting to obtain reasonable assurance about whether the Crescent City 
Connection Division's general purpose financial statem ents are free of m aterial m isstatem ent, 
we perform ed tests of its com pliance with certain provisions of laws, regulations, contracts, and 
grants, noncom pliance with which could have a direct and m aterial effect on the determ ination 
of financial statem ent am ounts. However, providing an opinion on com pliance with those 
provisions was not an objective of our audit, and, accordingly, we do not express such an 
opinion. The results of our tests disclosed instances of noncom pliance that are required to be 
reported under Governm ent Auditing Standards, and which are described in the accom panying 
schedule of findings in Exhibit B. 

Other Com pliance M atters 

The Louisiana State Police arrested three form er em ployees of the Crescent City Connection 
Division in connection with an alleged theft perpetrated in the toll collection section of the 
division. The Investigative Audit Division of the Office of the Legislative Auditor has perform ed 
an investigation of this allegation, as well as an alleged payroll fraud, and will issue its report in 
M ay 2001. 

EXHIBIT A 



LEGISLATIVE AUDITOR 

CRESCENT CITY CO NNECTIO N DIVISION 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
Com pliance and Internal Control Report 
Page 2 

nternal Control Over Financial Reporting 

In planning and perform ing our audit, we considered the Crescent City Connection Division's 
internal control over financial reporting in order to determ ine our auditing procedures for the 
purpose of attem pting to express an opinion on the general purpose financial statem ents and 
not to provide assurance on the internal control over financial reporting. However, because of 
inadequacies in the division's accounting controls and records, we were unable to form an 
opinion on the division's financial statem ents and related notes. In addition to the rnatter 
relating to noncom pliance with certain provisions of laws, regulations, contracts, and grants, we 
noted certain m atters involving internal control over financial reporting and its operation that we 
consider to be reportable conditions. Reportable conditions involve m atters com ing to our 
attention relating to significant deficiencies in the design or operation of the internal control over 
financial reporting that, in our judgment, could adversely affect the Crescent City Connection 
Division's ability to record, process, sum marize, and report financial data consistent with the 
assertions of m anagem ent in the financial statem ents. Reportable conditions are described in 
the accom panying schedule of findings in Exhibit B. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the 
internal control com ponents does not reduce to a relatively low level the risk that m isstatem ents 
in am ounts that would be m aterial in relation to the financial statem ents being audited m ay 
occur and not be detected within a tim ely period by em ployees in the norm al course of 
perform ing their assigned functions. O ur consideration of the internal control over financial 
reporting would not necessarily disclose all m atters in the internal control that m ight be 
reportable conditions and, accordingly, would not necessarily disclose all reportable conclitions 
that are also considered to be m aterial weaknesses. However, of the reportable conditions 
included in Exhibit B, we consider all of the findings except for "Bank Account Not Reconciled to 
Accounting Records" to be m aterial weaknesses. 

This report is intended solely for the inform ation and use of m anagem ent of the Crescent City 
Connection Division, Departm ent of Transportation and Developm ent, and its trustee bank, and 
is not intended to be, and should not be, used by anyone other than these specified parties. 

Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a 
public docum ent. 

DL:JR:PEP:ss 
ICCCD001 

pectfully subm itted 

el G. Kyle, CPA, CFE 
Legislative Auditor 

EXHIBIT A 
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Findinas on Com pliance and on 
nternal Control Over Financial ReDortine 

CRESCENT CITY CO NNECTION DIVISIO N 
DEPARTM ENT O F TRANSPO RTATIO N AND DEVELO PM ENT 
STATE O F LO UISIANA 
New O rleans. Louisiana 

Com pliance W ith Law s, Regulations, 
Contracts, and G rants 

Failure to Enforce Toll Violation Law 

The electronic toll collection system did not accurately report toll violations during the 
fiscal year ended O ctober 31, 2000, because that function of the toll collection system 
was not fully implemented. As a result, the Crescent City Connection Division (CCCD) 
did not adequately enforce the toll violation law requiring drivers to pay proper tolls for 
m otor vehicles and trailers that cross the bridge. Louisiana Revised Statute 47:820.5 
requires m otor vehicles driven or towed through a toll collection facility to pay the proper 
toll. An effective toll collection system should identify vehicles with drivers who do not 
pay the proper toll. W ithout this identification function, CCCD cannot enforce the law 
and collect the toll and/or violation fee. 

Managem ent should fully im plem ent the violation function of the electronic toll collection 
system or develop alternative procedures to identify violators, enforce tile law, and 
collect the toll and violation fees. M anagem ent concurred with the finding and outlined a 
plan of corrective action (see Appendix A, page 1). 

Internal Control Over Financial Reporting 

M anagem ent's Failure to Enforce Contract Perform ance 

The CCCD Integrated Electronic Toll Collection System (IETCS) has not worked 
properly since its im plem entation on January 1, 2000, resulting in the potential loss of toll 
revenues, increased risk of theft, and loss of revenue from toll violators who do not pay 
for crossing the bridge. As a result of the prim ary contractor's inability to provide a toll 
collection system by the due date, m anagem ent of CCCD has elected to grant the 
prim ary contractor and a consuttant three extensions to com plete the IETCS, resulting in 
increased costs to the state. Prudent business practices arid legal contractual 
responsibilities require m anagem ent to adequately assess the probability of tim ely 
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contractor perform ance and, if necessary, to take action to m itigate potentiaf losses to 
the state. 

CCCD entered into a $2,7 million contract with TransCore, Inc., on May 25, 1999, to 
provide hardware, software, and experienced personnel to design, fabricate, assem ble, 
construct, test, train, and install a viable toll system (IETCS). The installation was to 
provide for the integration of the existing tort collection system into the new IETCS to 
ensure a tested and operational IETCS before Decem ber 31, 1999. TransCore, Inc., 
failed to com plete the provisions specified in the original contract dated May 25, 1999, 
as well as the provisions in subsequent contract extensions dated Novem ber 5, 1999 
and June 28, 2000, which extended the com pletion date to Decem ber 31,2000. 

O n Decem ber 29, 2000, CCCD granted TransCore, Inc., a third contract extension to 
May 31, 2001. As of April 11, 2001, the IETCS was still not fully functional, resulting in 
the continued risk of loss of toll revenue and theft. Managem ent cannot determ ine the 
extent of undercollected toll revenues as a result of IETCS functionality problem s. In 
addition, these system weaknesses resulted in our inability to audit the com pleteness of 
revenues for CCCD and im pacted the audit opinion. 

CCCD also contracted with Gulf Engineers and Consultants, Inc., (GEC) on 
September 29, 1998, for consulting work on the IETCS project. Mr. George A. Fischer, 
former Secretary of DOTD, is an officer of GEC. Initially, GEC was paid $71,200 to 
develop and prepare the requirem ents and technical specifications to im plement the 
IETCS for the CCCD Bridge and to evaluate bid proposals based on the technical 
specifications described in the Request for Proposal. In a supplem ental agreem ent 
dated June 28, 1999, for an additional $146,203, GEC was contracted to act as 
coordinator and liaison betw een CCCD and the contractor (TransCore, Inc.) with respect 
to the preparation, installation, approvals, sign-off and acceptance, m onitoring contract 
schedules, coordination of efforts between the contractor and CCCD, and to describe 
and conduct all levels of testing. In addition, these services were to involve m onitoring 
site fabrication, installation, quality assurance, verification, start-up of equipm ent 
hardware, softw are, and wiring. GEC was granted extensions on May 2, 2000, and 
again on June 28, 2000, because of extensions granted to TransCore, Inc., to com plete 
the IETCS project. These extensions provide for GEC to be compensated for cost plus, 
not to exceed $89,875, bringing the total contract with GEC to $307,278. 

As of April 2001, m anagem ent has neither placed TransCore, Inc., in default nor 
term inated the G EC contract. Instead, m anagement has continued to grant centract 
extensions. If the May 31, 2001, final contract perform ance date is not m et, 
m anagem ent should consider its legal rem edies for contract nonperform ance of 
TransCore, Inc., and G EC. Managem ent should develop alternative procedures 
im m ediately to m itigate further losses of toll revenues, as well as violation revenues, and 
ensure accurate recording and reporting of those revenues. Managem ent should 
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develop procedures for future contracts to ensure m ore timely action regarding 
contractor nonperform ance. Managem ent did not concur with the finding and stated that 
it "em ployed prudent business practices and effectively upheld the State's legal 
contractual responsibilities in adequately assessing the probability of tim ely contractor 
perform ance and that m anagem ent undertook appropriate action to m itigate losses to 
the State..." (see Appendix A, page 8). 

Additional Com m ents: As a result of the two contractors' inability to provide a fully 
operational toll collection system (IETCS) by January 1, 2000, cccr) could not 
docum ent that all revenues reported were com plete and accurate and did not enforce toll 
violations through at least April of 2001, which was the end of audit field work. 
DOTD/CCCD entered into a new contract with the consultant, GEC, on January 2, 2001, 
for additional costs of $357,940 related to the IETCS, bringing the total commitment to 
GEC to $665,218. An investigative audit relating to CCCD and the alleged theft of toll 
revenues will be issued in M ay 2001. 

ncom plete Docum entation for Toll Revenues 

Documentation does not exist to support toll revenues of $20,862,815, reported in the 
CCCD financial statem ents for the year ended O ctober 31, 2000. r)ata entered in the 
electronic toll collection system m anually by toll collectors and automatically by treadle 
count m echanism s, after Decem ber 31, 1999, could not be retrieved to provide 
m anagem ent with assurances that toll revenues were com plete. Adequate control over 
toll revenues requires the tim ely com parison of toll collector data entry and receipts to 
treadle count data to ensure com pleteness. CCCD does not have any evidence that toll 
revenues reported and cash receipts turned in by the toll collectors were com plete and 
accurate because reports prepared by the electronic toll collection system were 
inaccurate. Toll revenues consist of cash collections and non-cash transactions, i.e., 
script, toll tags, law enforcem ent and em ergency vehicle signature sheets, et cetera. 

CCCD im plem ented a new electronic toll collection system on January 1, 2000. As of 
the audit date, the system has not prepared accurate reports. Part of this system 
includes the autom atic treadle count. A treadle is a m echanism used to count axles of 
vehicles that pass through the Mississippi River Bridge tollbooths. This count of axles or 
treadle count is recorded electronically on a com puter and identifies the particular lane 
and toll collector. The treadle count indicates how m uch revenue the toll collector should 
have collected. CCCD policies and procedures require the division's accounting section 
to perform a reconciliation of the treadle count to cash collected by the toll collectors; 
however, this was not possible because the system did not report accurately. CCCD 
m anagem ent did not im plement alternative procedures to reconcile toll revenues to 
treadle counts. 
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Managem ent should resolve the problem s with the electronic toll collection system or 
develop alternative procedures to obtain docum entation and assurance of the 
com pleteness of toll revenues. Managem ent concurred with the finding and outlined a 
plan of corrective action (see Appendix A, page 2). 

Lack of Docum entation for Deferred Revenue 

CCCD cannot determ ine or document the balance of deferred revenue at October 31, 
2000, because the electronic toll collection system cannot provide a listing of patron 
account balances. The accounting system should provide m anagem ent with accurate 
and com plete reports of patron account balances for analysis and preparation of 
financial statem ents. Patrons pre-pay tolls using toll tags for trips across the bridge and 
save 60%  off the regular price. The toll tag is enco ded w ith the patron account num ber 
and, through an autom ated laser system , the balance is updated with each trip through 
the toll gate. Special lanes for totl tag patrons also expedite traffic flow. The am ount of 
pre-paid tolls rem aining in the patron accounts at October 31, 2000, represents deferred 
revenues. This am ount was reported as zero in the financial statem ents, although an 
undeterm ined balance actually exists. 

As a result of the division's inability to determ ine or docum ent deferred revenue, 
liabilities reported in Statem ent A are understated and toll revenues reported in 
Statem ent B are overstated by an unknown am ount because pre-paym ents are reported 
as revenue. 

M anagem ent should m odify the electronic toll collection system to determ ine and 
docum ent deferred revenue in patron accounts. Managem ent concurred with the finding 
and outlined a plan of corrective action (see Appendix A, page 3). 

ncom plete Accounting Records for Patron Deposits 

CCCD does not have a subsidiary listing of tag deposits supporting the general ledger 
account balance of $1,193,603, as reported in the October 31, 2000, financial 
statem ents. Control over deposits includes ensuring the accuracy and com pleteness of 
transactions and reconciling the balance per the electronic toll collection system 
(subsidiary) to the general ledger. A $10 deposit is collected for each toll tag and is 
recorded in individual patron accounts in the electronic toll collection system . The 
CCCD electronic toll collection system cannot generate a detailed listing or sum m ary 
report of tag deposits that can be reconciled to the general ledger. W ithout these 
reports, m anagem ent of the division cannot determ ine if deposit transactions recorded 
are com plete or if the balance in the general ledger account is accurate. 
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Managem ent should m odify the electronic toll collection system to provide a listing of tag 
deposits that reconciles to the general ledger account balance. Managem ent concurred 
with the finding and outlined a plan of corrective action (see Appendix A, page 4). 

Control W eaknesses Over Inventory of Toll Scrip 

CCCD did not have adequate internal control over its inventory of toll scrip. Adequate 
internal control would include a perpetual inventory system and periodic physical counts 
to detect and correct errors tim ely and to safeguard assets from theft and abuse. Tests 
of the inventory of toll scrip reported as $3,215,860 of revenue scrip and $3,453,700 
non-revenue (free) toll passes at October 31, 2000, disclosed the following deficiencies: 

2 

3 

4 

CCCD did not m aintain a perpetual inventory of the additions or deletions 
of toll scrip. M anagem ent also did not perform periodic counts. 

Tests 
2000, 

of the physical inventory perform ed by CCCD on Novem ber 2 
disclosed the following: 

The inventory did not include $637,500 of revenue scrip, 36,000 
books of non-revenue scrip, and 183,200 books of obsolete scrip 
located at the Security Center. 

The inventory did not include $95,000 of revenue scrip located in 
the tag store. 

The inventory did not indicate that the following scrip was m issing: 
one book of revenue scrip worth $75; twenty books of non- 
revenue school bus passes; and 900 books of non-revenue 
com m uter passes. 

Additions to revenue scrip for the fisca l year ended October 31, 2000, 
included $150,000 of scrip passes with numbers already on hand causing 
a duplication of preprinted scrip. 

CCCD issues non-revenue scrip (free passes) for specific purposes 
defined in the revised statutes. Although CCCD does have individual 
form s authorizing the issuance of non-revenue scrip, CCCD does not 
m aintain these form s in a m anner that allows reconciliation between scrip 
authorized for issue and actual script issued. Furtherm ore, the lack of a 
perpetual inventory increases the risk that an error or theft could occur 
and not be detected in a tim ely m anner. The division issued 654,447 
student passes, 32,370 school bus passes, and 560 com m uter passes 
during the fiscal year. 
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5 CCCD has 195,200 books of "grey" passes (commuter scrip valued at $1 
each) on hand that are no longer sold. Obsolete scrip should be 
destroyed in a proper m anner. 

These deficiencies occurred because CCCD did not assign responsibility for m aintaining 
a perpetual scrip inventory system or perform ing periodic physical counts to anyone after 
the person who previously perform ed the tasks retired. Failure to m aintain a proper 
perpetual inventory system and to reconcile the inform ation in the system through 
periodic physical counts increases the risk that tosses will occur and rem ain undetected. 

Managem ent should assign personnel to m aintain a perpetual inventory of scrip and 
perform physical counts periodically to safeguard assets and detect and correcl errors 
tim ely. Managem ent concurred with the finding and stated that corrective action has 
been instituted (see Appendix A, page 5). 

naccurate and Incom plete Financial Statem ents 

CCCD did not prepare and subm it accurate and com plete financial statem ents for the 
fisca l year ended October 31, 2000, beca use of weaknesses in its controls over financial 
reporting. An adequate control system includes the review of the financial statem ents to 
ensure the accurate reporting of all assets and liabilities at year-end and the results of 
operations for the fiscal year. Errors detected during audit tests included the following: 

General Fund expenditures totaling $256,000 were recorded and reported 
twice in the financial statem ents. 

General Fund accounts payable totaling $329,995 were not recorded or 
reported in the financial statem ents. 

Total investm ents reported on Statem ent A of the financial statem ents did 
not equal investm ents disclosed in the notes to the financial statem ents 
beca use the investm ent note classified certain investm ents as cash 
equivalents and contained a $91,000 addition error. Investments per the 
general ledger at October 31, 2000, were $80,060,702, as reported on 
Statem ent A of the financial statem ents. However, the notes to the 
financial statements reported investments of $2,962,815 and cash 
equivalents of $77,188,887. In addition, the amount reported as cash 
equivalents contained a $91,000 addition error. 

Debt Service Fund investm ents were reported in Statem ent A at cost 
instead of fair value as required by governm ental accounting standards 
resulting in an overstatement of $17,815. 
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Debt Service Fund interest income receivable of $7,343 from investments 
was not recorded or reported. 

Capital Projects Fund cash in the state treasury totaling $63,586 was not 
recorded or reported. 

The Capital Projects Fund reported a $33,996 liability titled "Unearned 
State of Louisiana Grant" on Statem ent A. The account represented 
unexpended ca sh balances held in the state treasury . The $33,996 error 
in cash in state treasury and designated fund balance is part of the 
$63,586 error noted in the previous bullet. 

Expenditures in the Capital Projects Fund totaling $287,277 were paid by 
DOTD before Novem ber 1, 2000; however, the accounts payable 
schedule reflected the am ount as being owed to vendors. 

Capital Projects Fund expenditures totaling $8,910 paid from CCCD cash 
in the state treasury were not recorded or reported. 

Capital Projects Fund accounts payable totaling $14,671 were not 
recorded or reported in the financial statem ents. 

Capital Projects Fund expenditures totaling $561,374 that were 
reim bursed by the federal governm ent were not recorded or reported 
within CCCD's records and financial statem ents. These expenditures 
were recorded and reported by DOTD. 

Capital Projects Fund balance was not classified on Statement A as 
either reserved for construction or designated for projects. 

The General Fixed Asset Account Group asset and corresponding equity 
account were understated on Statement A by (a) a prior year audit 
adjustment to ca pitalize general fund expenditures totaling $259,715 for 
work on the headquarters building; (b) unrecorded Capital Project Fund 
expenditures/payables totaling $23,581 that should be capitalized; 
(c) unreported federally funded expenditures totaling $561,374 that 
should be capitalized; and (d) federally funded expenditures in previous 
years totaling $24,612,506 that should have been capitalized, but were 
recorded only within DOT D's financial records. 

The financial statem ents were not adequately reviewed before they were subm itted to 
the Division of Adm inistration's Office of Statewide Reporting and Accour~ting ~:)olicy. 
Failure to adequately review the financial statem ents increases the risk that errors and 
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om issions m ay occur and not be detected or corrected in a tim ely m anner. It also 
increases the risk that fraud m ay occur and not be detected in a tim ely m anner. CCCD 
accepted certain adjusting entries to correct most of the errors noted previously and 
reissued the financial statem ents and related notes. 

CCCD should establish controls that include an effective supervisory review of the 
financial statem ents to ensure that its financial statem ents and records are accurate and 
com plete. M anagem ent concurred w ith the finding and recom m endation and outlined a 

ptan of corrective action (see Appendix A, page 6). 

Bank Account Not Reconciled 
to Accounting Records 

CCCD did not reconcile its petty cash bank account to the accounting records from 
Novem ber 1999 through October 2000, until Novem ber 2000. During this period, the 
petty cash bank account deposits and disbursements were $14,083 and $14,521, 
respectively. Good internal control requires reconciliations of bank account balances to 
the accounting records on a m onthly basis. 

CCCD did not assign responsibility for reconciling the account to anyone after the 
person who previously perform ed the task retired. The lack of bank reconciliations 
increases the risk that errors or fraud could occur and not be detected in a tim ely 
m anner. 

CCCD should reconcile its petty cash bank account to the accounting records m onthly. 
Managem ent concurred with the finding stating that corrective action has been instituted 
(see Appendix A, page 7). 

EXHIBIT B 



A ppendix A  

M anagem ent's C orrective A ction 
P lans and R esponses to the 

Findings and R ecom m endations 



M J "MIKE'FOSTER, JR 
GOVERNOR 

STATE OF LO UISIANA 
DEPARTM ENT OF TRANSPORTATION AND DEVELO PM ENT 

CRESCENT CITY CO NNECTIO N DIVISIO N 
Post office Box 6297, New Orleans, Louisiana 70174-6297 

Dr. D aniel G . Kyle, CPA , CFE 
Legislative Auditor 
State of Louisiana 
Post O ffice Box 94397 
Baton Rouge, Lo uisiana 70804-9397 

D ear D r. Kyle 

M arch 30, 2001 

O  
KM~ K MOVASSAGHI 

SECRETARY 

This is in response to the audit findings reported in the audit of the D ivision for the year ended 
October 31, 2000. 

Failure to Enforce Toll Violation Law : W e concur with this finding. 
Corrective action is in progress and is being undertaken by our toll collection system integrator 
Transcore , Inc. The corrective action will result in our ability to enforce the Toll Violation Law 
The anticipated com pletion date is M ay 31, 2001. 

If we can provide any additional inform ation, please contact us 

Cc: Dr. Kam K . M ovassaghi, Ph.D ., P.E 
M r. John H . Basilica 
M r. Gordon Nelson 

TELEPHONE (504) 376~100 

Executive D irector 
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Dear Dr. Kyle 

M arch 29, 2001 

O  
KAM K MOVASSAGH 

SECRETARY 

This is in response to the audit findings reported in the audit of the D ivision for the year ended 
October 31,2000. 

W e concur with this finding. 
Corrective action is in progress and is being undertaken by our toll collection system integrator 
Transcore, Inc. The corrective action will result in our ability to docum ent toll revenues. The 
anticipated com pletion date is M ay 31, 2001. 

If we can provide any additional inform ation, please contact us 

Cc: Dr. Kam K . M ovassaghi, Ph.D ., P.E 
M r. John Basilica 
M r. Gordon Nelson 

TELEPHONE (504) 3764100 

Executive D irector 
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M arch 29, 2001 

Q  
)(AM K MOVASSAGHI 

SECRETARY 

This is in response to the audit findings reported in the audit of the D ivision for the year ended 
October 31, 2000. 

W e concur with this finding. 
Corrective action is in progre ss and is being undertaken by our toll collection system integrator 
Transcore, Inc. The corrective action will result in our ability to properly docum ent deferred 
revenue. The anticipated com pletion date is M ay 31, 2001. 

If we can provide any additional inform ation, please contact us. 

Cc: Dr. Kam K . M ovassaghi, Ph.D ., P.E 
M r. John Basilica 
M r. Gordon Nelson 

TELEPHONE (504) 376-8100 

Executive D irector 
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Legislati ve Auditor 
State of Louisiana 
Post O ffice Box 94397 
Baton Rouge, Louisiana 70804-9397 

D ear D r. Kyle 

M arch 29, 2001 

KAM K MOVASSAGHI 
SECRETARY 

This is in response to the audit findings reported in the audit of the D ivision for the year ended 
October 31, 2000. 

Incom plete Accounting Records for Patron Deposits: W e concur w ith this finding. 
Corrective action is in progress and is being undertaken by our toll collection system integrator 
Transcore, Inc. The corrective Action will result in our ability to have com plete accounting 
records for all patron deposits. The anticipated com pletion date is M ay 31,2001. 

If we can provide any additional inform ation, please contact us. 

Cc: D r. Kam K . M ovassaghi, Ph.D ., P.E. 
M r. John Basilica 
M r. Gordon Nelson 

TELEPHONE (504) 376-8100 

Executive D irector 
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M arch 29, 2001 

@  
KAM K MOVASSAGHi 

SECRETARY 

This is in response to the audit findings reported in the audit of the D ivision for the year ended 
October 31, 2000. 

action has been instituted. 
W e concur with this finding. Correc tion 

If we can provide any additional inform ation, please contact us. 

Cc: D r. Kam K . M ovassaghi, Ph.D ., P.E. 
M r. John Basilica 
M r. G ordon N elson 

TELEPHONE (504) 376-8100 

/ 

Executive D irector 
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Dr. D aniel G . Kyle, CPA , CPE 
Legislative Auditor 
State of Louisiana 
P O Box 94397 
Baton Rouge, La. 70804 

D ear Dr. K ylc 

April 4, 2001 

O  
KAM K. M OVASSAGHI 

SECRETARY 

Please allow this letter to serve as the Departm ent of Transportation and D evelopm ent's 
response to audit finding of Inaccurate an d Incom plete Financial Statem ents as it relates 
to the activities of the Crescent City Connection Division for the fiscal year ended 
October 31,2000. 

DOTD concurs w ith the findings and recom m endations of the Legislative Auditor. W e 
have m ade changes to our m onthly accounting process, which should elim inate these 
occun'ences in the future. Adjustments in our procedures for the annual preparation of 
the financial statem ents are also planned which includes a greater level of review . 

Sincerely, 

~ r F. Fald~ M " 
Financial Services Adm inistrator 

Cc: M r. John Basilica, Jr 
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M arch 29, 2001 

Kt~M K MOVASSAGHI 
SECRETARY 

This is in response to the audit findings reported in the audit of the D ivision for the year ended 
October 31, 2000. 

k Account No 
Corrective action has been instituted 

W e concur with this finding. 

If we can provide any additional inform ation, please contact us. 

Cc: D r. Kam K . M ovassaghi, Ph.D ., P.E. 
M r. John Basilica 
M r. Gordon Nelson 

TELEPHONE (504) 376-8100 

Executive D irector 
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Dear Dr. Kyle 

M ay 11, 2001 KAM K. MOVASSAGH 
SECRE3AR~ 

Please accept this official response to the additional finding of your Office, relative to the 
audit of the Crescent City Connection Division of the D epartm ent of Transportation and 
D evelopm ent. W e strongly and categorically non concur with this finding. 

Som e tim e ago a com prehensive review of th e existing toll system was initiated by 
m anagem ent. Consultants were retained with th e approval of the D ivision of Adm inistration 
follow ing a Request for Proposals to study the existing system  and to investigate tbe technology 
available in the m arketplace. The study found that the existing toll collection system would not 
operate beyond Decem ber 31, 1999 and m ade recomm endations as to what type of system should 
replace the existing operations. Under the plenary powers vested to the Departm ent by the 
Legislature, an engineering firm was retained for purposes of producing a Request for Proposals 
for a highly technical and sophisticated replacem ent system . 

The Departm ent invited com petitive proposals as allowed by Louisiana Revised Statutes 
39:1593~ from bona fide, qualified contractors interested in providing the installation of an 

integrated electronic toll collection system ("IETCS") to timely replace the existing toll collection 
system w ith the new system capable of, am ong other things, autom atic vehicle identification 

("AVI") and a video enforcement system CVES"). The technical specifications were set forth in 
a Request for Proposals dated January 26, 1999. 

A contract was subsequently executed, effective M ay 25, 1999, under which th e contractor 
obligated itself to com plete the design, fabrication, assem bly, construction, testing, training, and 
installation of a viable IETCS no later than Decem ber 31, 1999. The contractor experienced 
num erous problem s m eeting the contract perform ance m ilestones in spite of the fact that the 
com pany was a recognized industry leader in the highly specialized area of IETCS. M anagem ent 
with the advice of counsel and the consulting engineer agreed to several supplem ental agreem ents 
w ith the contractor to extend the contract tim e. In each case, the state received appropriate 
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consideration. The overarching rationale for these decisions (as opposed to placing the contractor 
in default) was in the interest of the shortest possible time to deliver an auditable system . Due 
to the highly customized (and proprietary) nature of the software and hardware components, a 
decision to place the contractor in default would have had th e practical effect of starting over, and 

thus exacerbating the problem . In that the contractor continued to show good faith (without an3' 
additional compensation) and made progress during the term of each contract time extension, our 
decision was in th e best interest of th e soonest possible delivery of a system  th at m et the original 
specifications. 

As a result of m anagem ent's vigilance in overseeing the contractor's perform ance, item s 
of system hardware were replaced to improve system stability without cost to the State, including 
the servers on which th e system  operates, several series of reports were created to enable the audit 
and reconciliation process to be tracked accurately w ithout cost to the State, and m any software 
upgrades were developed and deployed to enhance system  functionality without cost to the State. 

M anagement employed prudent business practices and effectively upheld the State's legal 
contractual responsibilities in adequately assessing the probability of tim ely contractor 
perform ance and th at m anagem ent undertook appropriate action to m itigate losses to the State at 

each critical stage of this necessary project. 
infnrrned decision in w hat it determ ined to he in the best interests of the State after carefii 

W ith the value of hindsight, we now know that at each precipice we were faced w ith the 
prospect of resolving the outstanding issues related to tile new system or undertaking a term ination 
of the contract through protracted and costly default proceedings or a term ination for convenience, 
either of which would have resulted in th e m anual collection of tolls and an exponential increase 
in the risk of m isuse and theft. It was through m anagem ent's attentiveness that the system  cut- 
over was completed by Decem ber 31, 1999 so th at com plete plaza data would exist from January 

1, 2000. It was management's responsible practices that ensured that the project would proceed 
not only with m itigation of potential losses to the State but w ith actual cost savings. It was 
m anagcm ent's insistence of the State's legal rights that has secured a viable toll system which has 
now dem onstrated itself capable of accurately capturing and reporting traffic and other data to 
ensure th at toll revenues are not lost. W ith each contract supplem ent, there was copious attention 
to detail in m aking sure paym ents were held in abeyance until paym ents were actually earned by 
the contractor and in ensuring th at th e State received  som e positive, tangible benefit in return for 
an extension of contract tim e. 

The developm ent of an alternative procedure to m itigate any potential losses of toll revenue 
and violation revenue, and to ensure accurate recording and reporting of these revenues, was not 
feasible. The only possible alternative procedure is the m anual collection of tolls. Therefore, 

the suggested corrective action is not justified. 
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A s the finding relates to th e consulting engineers, it is correct th at engineering consultants 
were retained for purposes of developing and preparing the requirem ents and technical 
specifications to im plem ent the IETCS, and to evaluate bid proposals based on the technical 
specifications described in the Request for Proposals. For the developm ent of the IETCS 

project, the consulting engineers played an indispensable and invaluable role. Needless to say, 
this project was not a typical construction project which could have been governed by standardized 
specifications. This project was and remains a highly technical, state-of-the-art system . The 
form ulation of the specifics of the scope of services, schedules, technical requirem ents, existing 
conditions, m ethods for m aintaining traffic during construction, m aterials to be ordered, 
equipm ent to be used, test plans and procedures, acceptance criteria, and the essential m atters 
pertaining to the satisfactory developm ent of the IETCS could not have occurred without the 
expertise of the consulting engineers. 

Similarly, the installation of the IETCS project could not have proceeded without the 
know-how and experience of consulting engineers. Because of the highly technical and 
sophisticated nature of the IETCS's design, fabrication, assembly, construction, testing and 
installation, not to m ention the m any item s of civil work associated w ith deploym ent of the 
IETCS, the retention of consulting engineers in accordance w ith the plenary powers of the 

Department was an absolute necessity to this vital project for purposes of monitoring site 
fabrication, installation, verifications, and start-up of equipm ent hardware, software and 
interfaces. 

I fail to recognize th e relevance of your statem ent regarding the ownership of the retained 
consulting firm . 

Finally, I m ust advise you th at the SAT of th e IETCS began on M ay 8, 2001. A s of date, 

there have been no anom alies. In addition, the reporting capabilities of the system have been 
greatly im proved, with report generation occurring on a m eaningful and consistent basis

, and the 
perform ance scores are dem onstrating excellent collector scores. 

M anagem ent was and rem ains relentless in its pursuit of perform ance from th e contractor. 

Your office w as provided com prehensive and volum inous docum entation which clearly 
dem onstrated aggressive and thorough contract adm inistration. To find that there had been a 

failure to enforce contract performance, particularly when the history of this project is replete with 
am ple evidence to the contrary defies explanation. 
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If you have any questions are need any additional inform ation
, please feel free to contact 

m e at your convenience. 

KKM :JBjr:mab 

Sincerely 

Secretary 
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